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Real estate recovery continued during the month of 
REAL ESTATE ACTIVITY October as our index rose to 20.5 points above the 
long-range computed normal. This is a rise of 2.6 
points over the September reading of 17.9, and of 7.0 points over the May low of 13.5. 


The real estate boom of the forties has been a tremendous one and its decline 
has already been characterized by three recovery periods. How this boom will be- 
have during its closing years is impossible to forecast. The present period of re- 
covery now moving into its sixth month makes this boom quite similar to the boom 
of the 1870’ s and it may easily be that the decline of the boom of the forties will com- 
bine the features of the booms of the 1870’s and the early 1900’s. In other words, 
the present boom may continue to decline in a series of big drops interrupted by 
periods of fairly strong recovery, until it reaches the normal line, and then oscil- 
late above and below normal for several years (as did the boom of 1904-1911) before 
moving toward depressed levels. 


The national activity recovery trend has been shared by a good many cities. 
Atlanta, Georgia, after showing a rather rapid drop in activity during the summer 
months, recovered nicely in October. In Chicago, activity has been moving up stead- 
ily ever since June, and in October stood just slightly above its level at the beginning 
of 1949. Activity in Dallas has been moving up rapidly since April of this year and 
the latest information places it at its highest point since late 1947. Detroit has also 
recovered briskly during the past seven months. At present, Oklahoma City seems 
to be in the midst of the best recovery of any of the cities we survey. Its activity has 
been rising strongly for the past seven months and in October reached a point higher 
than any since the latter part of 1946. 


On the other hand, some cities seem to be slumping. Duluth, although well above 
its January level, has recorded steadily dropping activity for the past five months, 
and Philadelphia, after a spurt in the early part of 1949, has been dropping for the 
past seven months, 


For several months we have been attempting to de- 
FOREC LOSURES velop a series of guides or gauges whereby mort- 

gage lenders could measure their portfolios. In 
times like the present, the chief bugaboo of the average mortgage man is the specter 
of foreclosures. This is, therefore, perhaps an appropriate time to consider the 
foreclosure rate and the various factors that cause it to increase, 


At present, and for the past several years, the foreclosure rate has been 
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unusually low, but about two years ago it started to move almost imperceptibly 
upward, We doubt very seriously whether any great significance can be attached 
to this increase or whether any profound conclusions can be drawn from it. There 
are two chief factors that operate to increase the foreclosure rate: 1. the inability 
of the borrower to repay; 2. lack of incentive to repay. Naturally, the ability of 
borrowers to repay decreases during periods of economic stress while the incentive 
to repay depends on the availability of other housing. If a borrower finds that he 
can secure living quarters of equal or superior quality at a lower cost, the incentive 
to repay his loan is weakened, For this reason, dropping construction costs are fre- 
quently accompanied by a rise in foreclosures, 


Looking at these two factors, we can see little reason to expect the foreclosure 
rate to increase significantly in the near future, For one reason, we think that the 
short-term outlook for business is good and that, therefore, wages and salaries will 
continue to furnish ample wherewithal to keep up the mortgage payments. For the 
second reason, we do not believe that construction costs are going to undergo a de- 
cline of sufficient magnitude to appreciably affect the foreclosure rate within the next 
several months, 


Later on when worsening business conditions and dropping construction costs 
combine to speed up the rate of foreclosure, some sort of government action is vir- 
tually certain to come to the rescue of the borrower. In the case of government- 
insured loans, the government -nay take over the property in exchange for deben- 
tures and rewrite the loan on even more generous terms. In the case of conven- 
tional type loans there may be a government-declared moratorium. 


Two things seem certain: 1. the foreclosure rate will not be allowed to rise 
so high as it did in the mid-thirties; and 2, the present slow increase will continue 
until some indefinite time in the future, 


Mortgage activity completed its fifth successive 
REAL ESTATE month of recovery in September and can be expec- 
MORTGAGE ACTIVITY ted to move up again in October, when the figures 

for that month become available. Its present read- 
ing of 166.8 is the highest reached since August 1948, 


Activity in government-insured mortgages has been increasing sharply and we 
expect that the end of the year will reveal that between 35 and 40% of 1949 residen- 
tial mortgages will be backed by government insurance. 


Preliminary estimates of nonfarm residential con- 
CONSTRUCTION ACTIVITY _ struction activity place the October total at 100,000 

units, This is the second consecutive month that 
this figure has been achieved and brings the total for the first ten months of 1949 
to 843,000, which is 28,200, or 3.5%, above the total of 814,800 reached during the 
first ten months of 1948. 


Last month we discussed the possibility that the government estimates for July, 
August and September would be revised downward, and we also strongly suspect 
that the estimate of 100,000 units for October will be scaled down somewhat when 
final figures become available. 
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BUILDING COSTS OF A STANDARD FIVE ROOM 
BRICK VENEER RESIDENCE BUILT IN ST. LOUIS 























23,913 CUBIC FEET 
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The table on page 486 shows the breakdown of urban building in the United 
States during 1948 and the first nine months of 1949. The breakdown is by type of 
unit and by type of financing. During the first nine months of 1949, 29% of all pri- 
vately financed units started were either two-family or multi-family, while during 
1948 the figure was only 24%. This table likewise shows that public housing contin- 
ues to be concentrated in the New England and Middle Atlantic States where during 
the first nine months of this year 94% of all public housing was started, In 1948, 
85% of all public housing units were started in these two regions. 


The material prices received during November on 
CONSTRUCTION COSTS our standard houses showed nochanges whatsoever 
from those quoted during October and since labor 
costs did not change, the construction costs of these houses remained the same as 
they were in October. For the convenience of our readers, we repeat them below: 


Standard 6-room brick. ... $14,615 
Standard 6-room frame ... 14,429 
Standard 5-room brick veneer 12,790 
California-type bungalow. . . 7,523 


Since 1947, whenthe blanket 15% rent increase was 
RESIDENTIAL RENTS allowed providing a lease was offered with it, the 

rent index has made slow and painful progress, 
Despite record highs for virtually all other prices and in virtually alli types of busi- 
ness, the rent index is still nearly 5% below the 18-year 1921-1938 average. 


Ever since April 1949, the wholesale price index 
WHOLESALE PRICES has been rather stable and its October reading of 

152.3 is slightly more than 10% below its peak of 
169.5 reached in August 1948. We believe that for the next few months wholesale 
prices will continue to be fairly stable. 


Prices for durable goods will probably be bolstered somewhat by the recent 
decisions of the steel companies to raise their labor costs by paying the full amount 
of company pensions, At any rate, the long-awaited decline in durable goods prices 
now seems to be forestalled for some time. 


As we stated earlier in this bulletin, we look for 
BUSINESS ACTIVITY good business conditions for at least the next sev- 
eral months, The threat of major strikes has in 
all probability been laid to rest at least for a short time, and the steel strike lasted 
long enough to create shortages in a number of lines, Inventory building will soon 


resume in steel and steel products and on the whole the outlook for the first few 
months of 1950 seems bright. 














